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INDEPENDENT AUDITORS” REPORT

We have audited the accompanying financial statements of the governmental
activities, each major fund, and the aggregate remaining fund information of the
John Swett Unified School District, as of and for the year ended June 30, 2008,
which collectively comprise the District’s basic financial statements as listed in
the table of contents. These financial statements are the responsibility of the John
Swett Unified School District's management. Our responsibility is to express
opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities,
each major fund, and the aggregate remaining fund information of the John
Swett Unified School District, as of June 30, 2008, and the respective changes in
financial position thereof for the year then ended in conformity with accounting
principles generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated December 5,
2008 on our consideration of the John Swett Unified School District's internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the internal control over financial reporting or on compliance. That reportis an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

The management's discussion and analysis on pages 3 through 12 and budgetary comparison
information on page 42 are not a required part of the basic financial statements, but are supplementary
information required by accounting principles generally accepted in the United States. We have applied
certain limited procedures, consisting principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise John Swett Unified School District’s basic financial statements. The other supplementary
information listed in the table of contents, including the Schedule of Expenditures of Federal Awards,
which is required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, is presented for purposes of additional analysis and is not a
required part of the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the financial statements taken as a whole.

G a ~ -\ ) &/
,//%,w /Zc{)/)é FLRTE, 0
San Diego, California
December 5, 2008
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

This discussion and analysis of John Swett Unified School District’s financial performance provides an
overview of the District’s financial activities for the fiscal year ended June 30, 2008. Please read it in
conjunction with the District’s financial statements, which immediately follow this section.

FINANCIAL HIGHLIGHTS

o Total net assets decreased 4.4% over the course of the year, primarily due to a deferred revenue
liability of $5.9 million to be received for an emergency repair state grant award.

e  Overall government-wide revenues were $16.4 million. Revenues were $1.2 million less than
exXpenses.

e  The total cost of basic programs was approximately §17.5 million.

e  The District decreased its outstanding long-term debt $305,706 or 2% over the prior year.

o  Average daily attendance (ADA) in grades K-12 decreased by 14, or 1%.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of three parts — management discussion and analysis (this section), the basic
financial statements, and required supplementary information. The basic financial statements include
two kinds of statements that present different views of the District:

e The first two statements are district-wide financial statements that provide both short-term and long-
term information about the District’s overall financial status.
o  The remaining statements are fund financial statements that focus on individual parts of the District,
reporting the District’s operations in more detail than the district-wide statements.
= The governmental funds statements tell how basic services like regular and special education were
financed in the short term as well as what remains for future spending.
»  Fiduciary funds statements provide information about the financial relationships in which the
District acts solely as a trustee or agent for the benefit of others to whom the resources belong.



JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

The financial statements also include notes that explain some of the information in the statements and
provide more detailed data. Figure A-1 shows how the various parts of this annual report are arranged
and related to one another.

Figure A-1. Organization of John Swett Unified School
District’s Annual Financial Report

Management’s Basic Required
Discussion and Financial | Supplementary
Analysis | Information |  Information
74 1 RS
P ' s
P i S -
e .‘4” T i—" ",4 _ \‘ A
District-Wide Fund Notes to the
Financial Financial Financial
Statements : Statements Statements

SUMMARY




JOHN SWETT UNIFIED SCHOOL DISTRICT

Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

Figure A-2 summarizes the major features of the District’s financial statements, including the portion of
the District’s activities they cover and the types of information they contain.

Figure A-2. Major Features of the District-Wide and Fund Financial Statements

Type of Statements

District-Wide

Governmental Funds

Fiduciary Funds

Scope

Entire District, except
fiduciary activities

The activities of the
District that are not
proprietary or fiduciary,
such as special education
and building maintenance

Instances in which the
District administers
resources on behalf of
someone else, such as
scholarship programs and
student activities monies

Required financial
statements

s Statement of Net
Assets
« Statement of Activities

s Balance Sheet

e Statement of Revenues,
Expenditures &
Changes in Fund
Balances

e Statement of Fiduciary
Net Assets

e Statement of Changes
in Fiduciary Net
Assets

Accounting basis and
measurement focus

Accrual accounting and
economic resources focus

Modified accrual
accounting and current
financial resources focus

Accrual accounting and
economir resources focus

Type of asset/linbility
information

All assets and liabilities,
both financial and capital,
short-term and long-term

Only assets expected to be
used up and liabilities that
come due during the year
or soon thereafter; no
capital assets included

All assets and liabilities,
both short-term and long-
term; The District’s funds
do not currently contain
non-financial assets,
though they can

Type of inflow/outfiow
infornation

All revenues and expenses
during year, regardless of
when cash is received or
paid

Revenues for which cash
is received during or soon
after the end of the year;
expenditures when goods
or services have been
received and payment is
due during the year or
soon thereafter

All reveniues and expenses
during the year,
regardless of when cash is
received or paid




JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

The remainder of this overview section of management’s discussion and analysis highlights the structure
and contents of each of the statements.

District-wide Statements

The district-wide statements report information about the District as a whole using accounting methods
similar to those used by private-sector companies. The statement of net assets includes all of the District’s
assets and liabilities. All of the current year's revenues and expenses are accounted for in the statement
of activities regardless of when cash is received or paid.

The two district-wide statements report the District’s net assets and how they have changed. Net assets —
the difference between the District’s assets and liabilities — is one way to measure the District’s financial
health or position.

e  Over time, increases and decreases in the District’s net assets are an indicator of whether its financial
position is improving or deteriorating.

e To assess the overall health of the District, you need to consider additional non-financial factors such
as changes in the District’s property tax base and the condition of school buildings and other
facilities.

e In the district-wide financial statements, the District’s activities are categorized as Governmental
Activities. Most of the District’s basic services are included here, such as regular and special
education, transportation, and administration. Property taxes and state formula aid finance most of
these activities.

Fund Financial Statements

The fund financial statements provide more detailed information about the District’s most significant
funds — not the District as a whole. Funds are accounting devices the District uses to keep track of
specific sources of funding and spending on particular programs:

e  Some funds are required by State law and by bond covenants.

o The District establishes other funds to control and manage money for particular purposes (like
repaying its long-term debt) or to show that it is properly using certain revenues (like Federal

grants).



JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

The District has two kinds of funds:

o Governmental funds — Most of the District’s basic services are included in governmental funds, which
generally focus on (1) how cash and other financial assets that can readily be converted to cash flow
in and out and (2) the balances left at year-end that are available for spending. Consequently, the
governmental funds statements provide a detailed short-term view that helps you determine
whether there are more or fewer financial resources that can be spent in the near future to finance
the District’s programs. Because this information does not encompass the additional long-term
focus of the district-wide statements, we provide additional information at the bottom of the
governmental funds statements that explain the relationship (or differences) between them.

e Fiduciary funds — The District is the trustee, or fiduciary, for assets that belong to others, namely, the
student activities funds. The District is responsible for ensuring that the assets reported in these
funds are used only for their intended purposes and by those to whom the assets belong. All of the
District’s fiduciary activities are reported in a separate statement of fiduciary net assets. We exclude
these activities from the district-wide financial statements because the District cannot use these
assets to finance its operations.

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE

Net Assets: The District’s combined net assets were lower on June 30, 2008, than they were the year
before — decreasing 4.4% to $25.2 million. (See Table A-1).

Table A-1
John Swett Unified School District's Statement of Net Assets
(In dollars)

Total
Percentage
Governmental Activities Change
2007 2008 2007-08
Current and other assets $ 15,824,375 $ 20,624,252 30%
Capital assets 21,558,682 20,872,916 -3%
Total assets 37,383,057 41,497,168 11%
Other liabilities 999,402 6,436,650 544%
Long-term liabilities 10,061,643 9,891,882 -2%
Total liabilities 11,061,045 16,328,532 48%
Total net assets $ 26,322,012 $ 25,168,636 -4%




JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE (Continued)

Changes in net assets, governmental activities. The District’s total revenues were $16.4 million (See
Table A-2). This is an increase of about $3.1 million, which is due to a $5.6 million payment back to the
State for sale of school site funds that occurred in 2006-07.

The total cost of all programs and services was $17.5 million. The District’s expenses are predominantly
related to educating and caring for students, 79%. The purely administrative activities of the District
accounted for just 7% of total costs. The total costs increased by 9.6%, primarily due to increased

maintenance projects and cost-of-living increases.

Table A-2
Changes in John Swett Unified School District's Net Assets
(In dollars)
Total
Percentage
Governmental Activities Change
2007 2008 2007-08
Revenues:
Program revenues
Charges for services $ 345,061 $ 349,051 1%
Operating grants and contributions 3,712,983 3,778,549 2%
Capital grants and contributions (5,619,059) - 100%
General revenues
Property taxes 6,563,270 6,798,910 4%
State formula aid 5,275,403 4,709,547 -11%
Other revenues 3,017,041 720,526 -76%
Total revenues 13,294,699 16,356,583 23%
Expenses:
Instruction-related 10,759,117 11,814,033 10%
Student support services 1,622,038 1,960,410 21%
Maintenance & operations 1,802,069 1,865,153 4%
Administration 1,169,655 1,243,166 6%
Other expenses 623,841 627,197 1%
Total expenses 15,976,720 17,509,959 10%
Change in net assets $ (2,682,021) $ (1,153,376) -57%




JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

FINANCIAL ANALYSIS OF THE DISTRICT’S FUNDS

The financial performance of the District as a whole is reflected in its governmental funds as well. As the
District completed this year, its governmental funds reported a combined fund balance of $14.3 million,
which is less than last year’s ending fund balance of $14.9 million.

General Fund Budgetary Highlights

Over the course of the year, the District revised the annual operating budget several times. The major
budget amendments from original to final budget fall into these categories:

= Revenues - increased by $2 million primarily to reflect federal and state budget actions and

rebudget carryover funds
= Salaries and benefits costs — increased about $.16 to reflect a projected increase in other outgo and

other operating expenditures

While the District’s final budget for the General Fund anticipated revenues would exceed expenditures
by $308,318, the actual results for the year show that revenues actually fell short of expenditures by
$766,155. Actual revenues were $5.1 million less than anticipated, but expenditures were $3.9 million less
than budgeted.



JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

By the end of 2007-08 the District had invested over $33 million in capital assets. (More detailed
information about capital assets can be found in Note 6 to the financial statements.)

Table A-3
John Swett Unified School District's Capital Assets

Governmental Activities Total Percentage

(In dollars) Change

2007 2008 2007-08
Land 5 1,619,089 § 1,619,089 0%
Site Improvements 3,730,657 3,746,507 0%
Buildings 27,358,025 27,325,318 0%
Equipment and furniture 344,101 434,957 26%
Work in progress 137,691 261,257 90%
Total $ 33,189,563 $ 33,387,128 1%

Long-Term Debt

At year-end the District had $9.9 million in general obligation bonds, capital leases, and compensated
absences — a decrease of 2% from last year — as shown in Table A-4. (More detailed information about the
District's long-term liabilities is presented in Note 7 to the financial statements.)

Table A-4
John Swett Unified School District'’s Long-Term Debt

Governmental Activities Total
(In dollars) Percentage Change
2007 2008 2007-08

General obligation bonds $ 9,735,160 $ 9,585,000 -2%
Capital leases 280,591 244,808 -13%

G.0. bond premium < 14,366 100%
Compensated absences 45,892 47,708 4%
Total $ 10,061,643 § 9,891,882 -2%

10



JOHN SWETT UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

FACTORS BEARING ON THE DISTRICT'S FUTURE

On September 23, 2008, Governor Schwarzenegger signed the 2008-09 Budget, ending the longest budget
stalemate in California’s history. The final spending plan includes $24.0 billion of “solutions”, including
$10.3 billion in spending cuts, $9.6 billion in revenue-related provisions, and $4.0 billion in borrowing.

The final budget agreement includes:

A total of $10.3 billion in spending reductions, including $3.3 billion in cuts to “base” K-14
education spending.

Changes to the budget process that would substantially increase the size of the state’s reserve and
limit the use of future revenues that exceed anticipated levels. The agreement also would give
governors vast new power to unilaterally reduce spending midway through the budget year.
Assumes that the state will issue bonds backed by lottery proceeds in 2009-10. The budget
agreement includes provisions aimed at doubling the amount Californians spend on lottery
purchases and would replace schools” allocation from lottery proceeds with a General Fund
appropriation equivalent to the amount allocated to education from the lottery in 2008-09. The
General Fund allocation for education would increase over time based on enrollment and per
capita personal income growth.

A one-time shift of $350 million in property tax revenues from redevelopment agencies to schools
and a commensurate reduction in state General Fund support for schools and community

colleges.

As signed by the Governor, the 2008-09 Budget provides $58.1 billion in funding for K-14 education
programs under the Proposition 98 guarantee. The Budget reduces “base” K-14 education spending by
$3.3 billion.

The 2008-09 Budget and related legislation:

Provide a 0.68 percent COLA to fund revenue limits for school districts and county offices of
education, which is below the 5.66 percent statutory COLA and the 2.12 percent COLA proposed
by the Conference Committee. The 2008-09 Budget does not provide a COLA for categorical
programs, such as class size reduction and instructional materials.

Do not provide $150 million in 2008-09 Proposition 98 “settle-up” funds needed to meet prior-
year Proposition 98 obligations.

Proposed to modify Proposition 49, the After School Education and Safety Program (ASES) Act,
by submitting a ballot measure to voters in November 2008. However, the Governor vetoed the
bill that would have submitted the measure to voters. The measure would have removed
Proposition 49's minimum funding level of $550 million and would have allowed annual ASES
budgeting decisions to be made by the Legislature.

11



JOHN SWET UNIFIED SCHOOL DISTRICT
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2008

FACTORS BEARING ON THE DISTRICT’S FUTURE (continued)

Enrollment can fluctuate due to factors such as population growth, competition from private, parochial,
and public charter schools, inter-district transfers in or out, and other causes. Losses in enrollment will
cause a school district to lose operating revenues without necessarily permitting the district to make
adjustments in fixed operating costs.

CONTACTING THE DISTRICT’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, customers, and investors and
creditors with a general overview of the District’s finances and to demonstrate the District’s
accountability for the money it receives. If you have any questions about this report or need additional
financial information, contact the District’s Business Office at (510) 245-4300.

12
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Statement of Net Assets
June 30, 2008

ASSETS

Cash

Accounts receivable

Investments

Prepaid expenses

Capital assets:
Land
Improvement of sites
Buildings
Furniture and equipment
Work in progress
Less accumulated depreciation

Total capital assets, net of depreciation

Total assets

LIABILITIES
Accounts payable and current liabilities
Deferred revenues
Long-term liabilities:

Portion due or payable within one year
General obligation bonds payable
Bond Premium
Capital leases payable

Portion due or payable after one year
General obligation bonds payable
Bond Premium
Capital leases payablé
Compensated Absences

Total liabilities

NET ASSETS
Invested in capital assets, net of related debt
Restricted for:
Capital projects
Categorical programs

Debt Service
Unrestricted

Total Net Assets

The notes to the financial statements are an integral part of this statement.
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Total
Governmental

Activities

18,696,621
1,348,165
506,292
73,174

1,619,089
3,746,507
27,325,318
434,957
261,257
(12,514,212)

20,872,916

$ 41,497,168

491,568
5,945,082

160,000
794
36,805

9,425,000
13,572
208,003
47,708

16,328,532

11,028,526

8,327,095
1,610,783

395,779
3,806,453

25,168,636




JOHN SWETT UNIFIED SCHOOL DISTRICT

Statement of Activities

For the Year Ended June 30, 2008

Net (Expense)
Revenue and
Changes in

Program Revenues Net Assets
Operating Capital
Charges for Grants and Grants and Governmental
Functions/Programs Expenses Services Contributions Contributions Activities
Instructional Services:
Instruction $ 10,116,552 % 91,122 % 2,200,374 % - $  (7,825,056)
Instruction-Related Services:
Supervision of instruction 393,028 323 187,145 - (205,560)
Instructional library, media
and technology 165,885 1,721 58,566 - (105,598)
School site administration 1,138,568 42 4,135 - (1,134,391)
Pupil Support Services:
Home-to-school transportation 713,363 46,396 252,516 - (414,451)
Food services 579,783 176,312 371,148 - (32,323)
All other pupil services 667,264 - 193,120 - (474,144)
General Administration Services:
Data processing services 106,843 4,133 12,512 - (90,198)
Other general administration 1,136,323 9,991 93,308 - (1,033,024)
Plant services 1,865,153 581 325,277 - (1,539,295)
Ancillary services 84,083 - - - (84,083)
Community services 51,779 - - - (51,779)
Interest on long-term debt 487,288 - - - (487,288)
Other outgo 4,047 18,430 80,448 - 94,831
Total Governmental Activities § 17,509,959 % 349,051 % 3,778,549 % - $ (13,382,359)

General Revenues:

Taxes:

Property taxes, levied for general purposes
Property taxes, levied for debt service

Property taxes, levied for special purposes

Federal and state aid not restricted
to specific purpose

Interest and investment earnings

Miscellaneous

Total general revenues

Change in net assets

Net assets - July 1, 2007

Net assets - June 30, 2008

The notes to the financial statements are an integral part of this statement.
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6,114,919
604,900
79,091

4,709,647
571,197
149,329

12,228,983

(1,153,376)
26,322,012

$ 25,168,636



JOHN SWETT UNIFIED SCHOOL DISTRICT
Balance Sheet — Governmental Funds

June 30, 2008
Special Reserve Non-Major Total
for Capital Governmental Governmental
General Fund Outlay Fund Funds Funds
ASSETS
Cash $ 3,141,830 % 14,088,295 § 1466496 § 18,696,621
Accounts receivable 1,281,242 1,812 65,111 1,348,165
Investments 490,740 - 15,552 506,292
Total Assets $ 4913812 % 14,090,107 $ 1,547,159 $ 20,551,078
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable and accrued liabilities  § 166,833 & 103,696 §$ 29593 % 300,122
Deferred revenue 30,568 5,914,514 - 5,945,082
Total Liabilities 197,401 6,018,210 29,593 6,245,204
Fund Balances
Reserved for:
Revolving cash 4,000 § - 4,000
Categorical programs 1,610,783vq - : 1,610,783
Unreserved; reported in:
General fund 3,101,628 - - 3,101,628
Special revenue funds - - 866,589 866,589
Debt Service 395,779 395,779
Capital project funds & 8,071,897 255,198 8,327,095
Total Fund Balances 4,716,411 8,071,897 1,517,566 14,305,874
Total Liabilities and Fund Balances $ 4913812 % 14,090,107 $ 1,547,159 §$ 20,551,078

The notes to the financial statements are an integral part of this statement.

15



JOHN SWETT UNIFIED SCHOOL DISTRICT
Reconciliation of the Governmental Funds Balance Sheet to the Statement of Net Assets

June 30, 2008

Total fund balances - governmental funds $ 14,305,874

Amounts reported for governmental activities in the statement of net assets are

different because capital assets used for governmental activities are not financial resources

and therefore are not reported as assets in governmental funds. The cost of the

assets is $33,387,128 and the accumulated depreciation is (§12,514,212). 20,872,916

In governmental funds, debt issue costs are recognized as expenditures in the period they are
incurred. In the government-wide statements, debt issue costs are amortized over the life of
the debt. Unamortized debt issue costs included in prepaid expense on the statement of net 73,174

assets are:

In governmental funds, interest on long-term debt is not recognized until the period in which it

matures and is paid. In the government-wide statement of activities, it is recognized in the

period that it is incurred. The additional liability for unmatured interest owing at the end of

the period was: (191,446)

In governmental funds, only current liabilities are reported. In the statement of net assets, all
liabilities, including long-term liabilities, are reported. Long-term liablities relating to

governmental activities consist of:

General obligation bonds payable 9,584,206

Compensated absences payable 47,708

Capital leases payable 244,808

Other general long term debt 15,160 (9,891,882)
Total net assets - governmental activities $ 25,168,636

The notes to the financial statements are an integral part of this statement.

16



JOHN SWETT UNIFIED SCHOOL DISTRICT
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds

For the Year Ended June 30, 2008

REVENUES

General Revenues:
Taxes levied for general purposes
Taxes levied for debt service
Taxes levied for other specific purposes
Federal and state aid not restricted

to specific purpose

Earnings on investments
Miscellaneous

Program Revenues:
Charges for services

Operating grants and contributions

Total revenues
EXPENDITURES
Instructional Services:
Instruction
Instruction-Related Services:
Supervision ef instruction
technology
School site administration
Pupil Support Services:
Home-to-school transportation
Food services
All other pupil services
General Administration Services:
Data processing services
Other general administration
Plant services
Facility acquisition and construction
Ancillary services
Other outgo:
Debt service - principal

Debt service - interest
Total Expenditures

Excess (Deficiency) of Revenues

Over (Under) Expenditures

OTHER FINANCING SOURCES (USES)
Interfund transfers in
Interfund transfers out

Total Other Financing Sources and Uses
Net Change in Fund Balances

Fund Balances, July 1, 2007

Fund Balances, June 30, 2008

Special Reserve Non-Major Total
for Capital Governmental  Governmental
General Fund Qutlay Fund Funds Funds
$ 6,114,919 % . 5 - % 6,114,919
- - 604,901 604,901
o 79,091 - 79,091
4,709,547 o = 4,709,547
235,142 317,117 18,939 571,197
123,531 - 25,798 149,329
165,719 - 183,332 349,051
3,143,299 157,439 477,812 3,778,549
14,492,156 553,647 1,310,782 16,356,584
9,519,534 o - 9,519,534
373,587 = - 373,587
165,837 - = 165,837
1,069,433 - = 1,069,433
713,363 - - 713,363
- - 543,060 543,060
666,781 2 = 666,781
106,843 =+ - 106,843
981,527 - 19,832 1,001,359
1,526,479 154,122 58,662 1,739,263
892 367418 (20,195) 348,115
84,083 = - 84,083
35,566 - 135,000 170,566
14,386 - 475,565 489,951
15,258,311 521,540 1,211,924 16,991,775
(766,155) 32,107 98,858 (635,191)
73,936 66,408 73,936 214,280
(98,593) (73,936) (41,751) (214,280)
(24,657) (7,528) 32,185
(790,812) 24,579 131,042 (635,191)
5,507,223 8,047,318 1,386,524 14,941,065
5 4,716,411 $ 8,071,897 $ 1,517,566 $ 14,305,874

The notes to the financial statements are an integral part of this statement.
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JOHN SWETT UNIFIED SCHOOL DISTRICT

Reconciliation of the Governmental Funds Statement of Revenues, Expenditures, and

Changes in Fund Balances to the Statement of Activities
For the Year Ended June 30, 2008

h £

Total net change in fund balances - governmental funds
Amounts reported for governmental activities in the statement of activities are different because:

Capital outlays are reported in governmental funds as expenditures. However, in the statement
of activities, the cost of those assets is allocated over their estimated useful lives as depreciation
expense. The difference betw een capital outlay expenditures $197,781 and depreciation

expense ($883,331) in the period.

Debt service: In governmental funds, repayments of long-term debt are reported as expenditures.
In the government-wide statements, repayments of long-term debt are reported as reduction of

liabilities. Expenditures for repayment of the principal portion of long-term debt were:

Debt issue costs: In governmental funds, debt issue costs are recognized as expenditures in the period
they are incurred. In the government-wide statements, issue costs are amortized over thelife of the debt.
The difference between debt issue costs recognized in the current period and issue costs amortized for

the period is:

In governmental funds, interest on long-term debt is recognized in the period that it becomes due.
In the government-wide statement of activities, it is recognized in the period that it is incurred.
Unmatured interest owing at the end of the period, less matured interest paid during the period but

owing from the prior period, was:

In the statement of activities, compensated absences are measured by the amounts eamed
during the year. In the governmental funds, however, expenditures for these items are measured

by the amount of financial resources used (essentially, the amounts actually paid.)

Amortization of debt issue premium or discount: In governmental funds, if debt is issued at a
premium or at a discount, the premium or discount is recognized as an Other Financing Source or
an Other Financing Use in the period it is incurred. In the governement-wide statements, the
premium or discount is amortized as interest over the life of the debt. Amortization of premium

or discount for the period is:

(635,191)

(685,550)

170,566

(4,047)

1,867

(1,815)

794

Change in netassets of governmental activities $

(1,153,376)

The notes to the financial statements are an integral part of this statement.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Statement of Fiduciary Net Assets — Fiduciary Funds

June 30, 2008

Agency Funds

Student
Body Funds

ASSETS
Cash $ 98,242
Total Assets $ 98,242
LIABILITIES
Due to Student Groups $ 98,242
Total Liabilities $ 98,242

The notes to the financial statements are an integral part of this statement.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES

A. Accounting Policies

The District accounts for its financial transactions in accordance with the policies and procedures of
the Department of Education's California School Accounting Manual. The accounting policies of the
District conform to generally accepted accounting principles as prescribed by the Governmental
Accounting Standards Board (GASB) and the American Institute of Certified Public Accountants
(AICPA).

B. Reporting Entity

The District is the level of government primarily accountable for activities related to public education.
The governing authority consists of elected officials who, together, constitute the Board of Education.

Component units are legally separate organizations for which the District is financially accountable.
Component units may also include organizations that are fiscally dependent on the District in that
the District approves their budget, the issuance of their debt or the levying of their taxes. In addition,
component units are other legally separate organizations for which the District is not financially
accountable, but the nature and significance of the organization’s relationship with the District is
such that exclusion would cause the District’s financial statements to be misleading or incomplete.
The District has no such component units.

C. Basis of Presentation

Government-wide Financial Statements:

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
report information on all of the nonfiduciary activities of the District.

The government-wide statements are prepared using the economic resources measurement focus.
This is the same approach used in the preparation of the fiduciary fund financial statements but
differs from the manner in which governmental fund financial statements are prepared.
Governmental fund financial statements, therefore, include a reconciliation with brief explanations to
better identify the relationship between the government-wide statements and the statements for the
governmental funds.

Certain eliminations have been made as prescribed by GASB Statement No. 34 in regards to interfund
activities, payables, and receivables. All internal balances in the Statement of Net Assets and
Statement of Activities have been eliminated, including due to/from other funds and transfers in/out.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Basis of Presentation (continued)

The government-wide statement of activities presents a comparison between direct expenses and
program revenues for each function or program of the District’s governmental activities. Direct
expenses are those that are specifically associated with a service, program, or department and are
therefore clearly identifiable to a particular function. The District does not allocate indirect expenses
to functions in the statement of activities. Program revenues include charges paid by the recipients of
goods or services offered by a program, as well as grants and contributions that are restricted to meet
the operational or capital requirements of a particular program. Revenues which are not classified as
program revenues are presented as general revenues of the District, with certain exceptions. The
comparison of direct expenses with program revenues identifies the extent to which each
governmental function is self-financing or draws from the general revenues of the District.

Fund Financial Statements:

Fund financial statements report detailed information about the District. The focus of governmental
fund financial statements is on major funds rather than reporting funds by type. Each major
governmental fund is presented in a separate column, and all non-major funds are aggregated into
one column. Fiduciary funds are reported by fund type.

The accounting and financial treatment applied to a fund is determined by its measurement focus.
All governmental funds are accounted for using a flow of current financial resources measurement
focus. With this measurement focus, only current assets and current liabilities are generally included
on the balance sheet. The Statement of Revenues, Expenditures, and Changes in Fund Balances for
these funds present increases (i.e., revenues and other financing sources) and decreases (i.e.,
expenditures and other financing uses) in net current assets.

Fiduciary funds are reported using the economic resources measurement focus.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and
reported in the financial statements. Government-wide financial statements are prepared using the
accrual basis of accounting. Governmental funds use the modified accrual basis of accounting,.
Fiduciary funds use the accrual basis of accounting.

Revenues — exchange and non-exchange transactions:

Revenue resulting from exchange transactions, in which each party gives and receives essentially
equal value, is recorded under the accrual basis when the exchange takes place. On a modified
accrual basis, revenue is recorded in the fiscal year in which the resources are measurable and
become available. “Available” means the resources will be collected within the current fiscal year
and are expected to be collected soon enough thereafter to be used to pay liabilities of the current
fiscal year. For the District, “available” means collectible within the current period or within 60 days
after year-end.

Non-exchange transactions, in which the District receives value without directly giving equal value
in return, include property taxes, grants, and entitlements. Under the accrual basis, revenue from
property taxes is recognized in the fiscal year for which the taxes are levied. Revenue from the grants
and entitlements is recognized in the fiscal year in which all eligibility requirements have been
satisfied. Eligibility requirements include timing requirements, which specify the year when the
resources are to be used or the fiscal year when use is first permitted; matching requirements, in
which the District must provide local resources to be used for a specific purpose; and expenditure
requirements, in which the resources are provided to the District on a reimbursement basis. Under
the modified accrual basis, revenue from non-exchange transactions must also be available before it
can be recognized
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

D. Basis of Accounting (continued)

Deferred revenue:

Deferred revenue arises when assets are received before revenue recognition criteria have been
satisfied. Grants and entitlements received before eligibility requirements are met are recorded as
deferred revenue. On governmental fund financial statements, receivables associated with non-
exchange transactions that will not be collected within the availability period have also been recorded

as deferred revenue.

Expenses/expenditures:

On the accrual basis of accounting, expenses are recognized at the time a liability is incurred. On the
modified accrual basis of accounting, expenditures are generally recognized in the accounting period
in which the related fund liability is incurred, as under the accrual basis of accounting. However,
under the modified accrual basis of accounting, debt services expenditures, as well as expenditures
related to compensated absences and claims and judgments, are recorded only when payment is due.
Allocations of cost, such as depreciation and amortization, are not recognized in the governmental
funds.

When both restricted and unrestricted resources are available for use, it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed.

E. Fund Accournting

The accounts of the District are organized on the basis of funds or account groups, each of which is
considered to be a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities, fund equity, revenues, and
expenditures. District resources are allocated to and accounted for in individual funds based upon
the purpose for which they are to be spent and the means by which spending activities are controlled.
The District’s accounts are organized into major, non-major, and fiduciary funds, as follows:
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Fund Accounting (continued)

Major Governmental Funds:

The General Fund is the general operating fund of the District. It is used to account for all financial
resources except those required to be accounted for in another fund.

The Special Reserve for Capital Outlay Fund is used to account for funds set aside for capital outlay
projects.

Non-major Governmental Funds:

Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally
restricted to expenditures for specific purposes. The District maintains three non-major special
revenue funds:

1. The Adult Education Fund is used to account for resources committed to adult education

programs maintained by the District.

2. The Cafeteria Fund is used to account for revenues received and expenditures made to operate
the District’s food service operations.

3. The Deferred Maintenance Fund is used for the purpose of major repair or replacement of
District property.

Capital Projects Funds are used to account for the acquisition and/or construction of major
governmental general fixed assets. The District maintains three non-major capital project funds:

1. The Building Fund is used to account for the acquisition of major governmental capital facilities
and buildings from the sale of general obligation bonds.

2. The Capital Facilities Fund is used to account for resources received from developer impact fees
assessed under provisions of the California Environmental Quality Act.

3. The County School Facilities Fund is used to account for state apportionments provided for
modernization of school facilities under SB50.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

E. Fund Accounting (continued)

Debt Service Funds are used to account for the accumulation of resources for, and the payment of,
general long-term debt principal, interest, and related costs. The District maintains one debt service

fund:

1. The Bond Interest and Redemption Fund is used to account for the accumulation of resources for,
and the repayment of, District bonds, interest, and related costs.

Fiduciary Funds:

Agency Funds are used to account for assets of others for which the District acts as an agent. The
District maintains student body funds, which are used to account for the raising and expending of
money to promote the general welfare, morale, and educational experience of the student body. The
amounts reported for student body funds represent the combined totals of all schools within the
District.

F. Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consistent with generally accepted accounting principles for
all government funds. By state law, the District's governing board must adopt a budget no later than
July 1. A public hearing must be conducted to receive comments prior to adoption. The District's
governing board satisfied these requirements.

These budgets are revised by the District's governing board during the year to give consideration to
unanticipated income and expenditures. The original and the final revised budgets are presented for
the General Fund in the financial statements.

Formal budgetary integration was employed as a management control device during the year for all

budgeted funds. The District employs budget control by minor object and by individual
appropriation accounts. Expenditures cannot legally exceed appropriations by major object account.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

G. Encumbrances

Encumbrance accounting is used in all budgeted funds to reserve portions of applicable
appropriations for which commitments have been made. Encumbrances are recorded for purchase
orders, contracts, and other commitments when they are written. Encumbrances are liquidated when

the commitments are paid. All encumbrances are liquidated as of June 30.

H. Assets, Liabilities, and Equity

L

Cash and Cash Equivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits and
short-term investments with original maturities of three months or less from the date of
acquisition. Cash held in the county treasury is recorded at cost, which approximates fair value,
in accordance with GASB Statement No. 31.

Stores Inventories

Inventories are recorded using the purchases method in that the cost is recorded as an
expenditure at the time the individual inventory items are requisitioned. Inventories are valued
at average cost and consist of expendable supplies held for consumption. Reported inventories
are equally offset by a fund balance reserve, which indicates that these amounts are not
“available for appropriation and expenditure” even though they are a component of net current

assets.

Capital Assets

The accounting and reporting treatment applied to the capital assets associated with a fund is
determined by its measurement focus. Capital assets are reported in the governmental activities
column of the government-wide statement of net assets, but are not reported in the fund financial
statements.

Capital assets are capitalized at cost (or estimated historical cost) and updated for additions and
retirements during the year. Donated fixed assets are recorded at their fair market values as of

the date received. The District maintains a capitalization threshold of $5,000. The District does

not own any infrastructure as defined in GASB No. 34. Improvements are capitalized; the costs
of normal maintenance and repairs that do not add to the value of the asset or materially extend
an asset’s life are not capitalized.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

H. Assets, Liabilities, and Equity (continued)

(O8]

Capital Assets (continued)

All reported capital assets, except for land and construction in progress, are depreciated.
Improvements are depreciated over the remaining useful lives of the related capital assets.
Depreciation is computed using the straight-line method over the following useful lives:

Description Estimated Lives
Buildings and Improvements 25-50 years
Furniture and Equipment 15-20 years
Vehicles 8 years

Deferred Revenue

Cash received for federal and state special projects and programs is recognized as revenue to the
extent that qualified expenditures have been incurred. Deferred revenue is recorded to the extent
cash received on specific projects and programs exceed qualified expenditures.

Compensated Absences

Accumulated unpaid vacation benefits are accrued as a liability on the government-wide
statement of net assets as the benefits are earned. For governmental funds, unpaid compensated
absences are recognized as a fund liability only upon the occurrence of relevant events such as
employee resignation and retirements that occur prior to year end that have not yet been paid
with expendable available financial resources. These amounts are recorded as accounts payable
in the fund from which the employees who have accumulated leave are paid.

Accumulated sick leave benefits are not recognized as liabilities of the District. The District's
policy is to record sick leave as an operating expense in the period taken because such benefits do
not vest, nor is payment probable; however, unused sick leave is added to the creditable service
period for calculation of retirement benefits when the employee retires.

Loneg-Term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the Statement of Net Assets. Bond premiums and discounts as well as
issuance costs are deferred and amortized over the life of the bonds using the effective-interest
method. Bonds payable are reported net of applicable bond premium or discount. Bond issuance
costs are reported as prepaid expenditures and amortized over the term of the related debt.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

H. Assets, Liabilities, and Equity (continued)

6.

Long-Term Obligations (continued)

In the fund financial statements, governmental funds recognize bond premiums and discounts as
well as bond issuance costs, during the current period. The face amount of the debt issued,
premiums, or discounts is reported as other financing sources/uses.

Fund Balance Reserves and Designations

Reservations of the ending fund balance indicate portions of the fund balance not appropriable
for expenditure or amounts legally segregated for a specific future use. Designations of the
ending fund balance indicate tentative plans for financial resource utilization in a future period.

Net Assets

Net assets represent the difference between assets and liabilities. Net assets invested in capital
assets, net of related debt consists of capital assets, net of accumulated depreciation, reduced by
the outstanding balances of any borrowings used for the acquisition, construction or
improvements of those assets. Net assets are reported as restricted when there are limitations
imposed on their use through external restrictions imposed by donors, grantors, or laws or
regulations of other governments.

I.  Revenue Limit/Property Tax

The District’s revenue limit is received from a combination of local property taxes, state
apportionments, and other local sources.

The county is responsible for assessing, collecting, and apportioning property taxes. Taxes are levied
for each fiscal year on taxable real and personal property in the county. The levy is based on the
assessed values as of the preceding January 1, which is also the lien date. Property taxes on the
secured roll are due on November 1 and February 1, and taxes become delinquent after December 10
and April 10, respectively. Property taxes on the unsecured roll are due on the lien date (January 1),
and become delinquent if unpaid by August 31.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 1 - SIGNIFICANT ACCOUNTING POLICIES (continued)

1.  Revenue Limit/Property Tax (continued)

Secured property taxes are recorded as revenue when apportioned, in the fiscal year of the levy. The
county apportions secured property tax revenue in accordance with the alternative method of
distribution prescribed by Section 4705 of the California Revenue and Taxation Code. This alternate
method provides for crediting each applicable fund with its total secured taxes upon completion of
the secured tax roll — approximately October 1 of each year.

The County Auditor reports the amount of the District’s allocated property tax revenue to the
California Department of Education. Property taxes are recorded as local revenue limit sources by
the District.

The California Department of Education reduces the District’s entitlement by the District’s local
property tax revenue. The balance is paid from the state General Fund, and is known as the State

Apportionment.

The District’s Base Revenue Limit is the amount of general purpose tax revenue, per average daily
attendance (ADA), that the District is entitled to by law. This amount is multiplied by the second
period ADA to derive the District’s total entitlement.

J.  Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles

requires management to make estimates and assumptions that affect the reported amounts of assets

and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expenditures during the reporting period. Actual results
could differ from those estimates.
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JOHN SWETT UNIFIED SCHOQL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS

Summary of Deposits and Investments

Deposits and investments as of June 30, 2008 are classified in the accompanying financial statements as
follows:

Governmental Fiduciary
funds funds
Cash in county treasury $ 18,692,621 % -
Cash on hand and in banks - 98,242
Cash in revolving fund 4,000 -

Total deposits $ 18,696,621 $ 98,242

Investments $ 506,292 $ -

Policies and Practices

The District is authorized under California Government Code to make direct investments in local agency
bonds, notes, or warrants within the State; U.S. Treasury instruments; registered State warrants or
treasury notes; securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper;
certificates of deposit placed with commercial banks and/or savings and loan companies; repurchase or
reverse repurchase agreements; medium term corporate notes; shares of beneficial interest issued by
diversified management companies, certificates of participation, obligations with first priority security;
and collateralized mortgage obligations.

Cash in County Treasury — The District is considered to be an involuntary participant in an external
investment pool as the District is required to deposit all receipts and collections of monies with their
County Treasurer (Education Code Section 41001). The fair value of the District’s investment in the pool
is reported in the accounting financial statements at amounts based upon the District’s pro-rata share of
the fair value provided by the County Treasurer for the entire portfolio (in relation to the amortized cost
of that portfolio). The balance available for withdrawal is based on the accounting records maintained by
the County Treasurer, which is recorded on the amortized cost basis.

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are described
below:

Investments- The investments are held with the Local Agency Investment Fund (LAIF). The program is
offered to local agencies and is also part of the Pooled Money Investment Account (PMIA). The
investment has a fair market value of $506,269 and an amortized book value of $506,292. The interest rate
for the investment is 3.11%.
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 2 - DEPOSITS AND INVESTMENTS (continued)

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair
value to changes in market interest rates. The District manages its exposure to interest rate risk by
investing in the County Treasury. The District maintains an investment with the Contra Costa County
Investment Pool with a fair value of approximately $18,734,013 and an amortized book value of
$18,696,621. The average weighted maturity for this pool is 118.13 days.

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating
organization. The investment with the Contra Costa County Investment Pool is rated at least A by
Moody’s Investor Service.

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not be
returned to it. The District does not have a policy for custodial credit risk for deposits. However, the
California Government code requires that a financial institution secure deposits made by State or local
governmental units by pledging securities in an undivided collateral pool held by a depository regulated
under State law (unless so waived by the governmental unit). The market value of the pledged securities
in the collateral pool must equal at least 110 percent of the total amount deposited by the public agencies.
California law also allows financial institutions to secure public deposits by pledging first trust deed
mortgage notes having a value of 150 percent of the secured public deposits and letters of credit issued by
the Federal Home Loan Bank of San Francisco having a value of 105 percent of the secured deposits. As
of June 30, 2008, the District was not exposed to custodial credit risk.

Concentration of Credit Rigk

The investment policy of the District contains no limitations on the amount that can be invested in any
one issuer beyond the amount stipulated by the California Government code. District investments that
are greater than 5 percent of total investments are in either an external investment pool or mutual funds
and are therefore exempt.
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JOHN SWETT UNIFIED SCHOOL DISTRICT

Notes to Financial Statements

June 30, 2008

NOTE 3- ACCOUNTS RECEIVABLE

Accounts receivable as of June 30, 2008 consist of the following:

Federal Revenues:

Categorical aid

State Revenues:
Apportionment
Categorical aid

Lottery

Local Revenues:
Interest
Other local

Total

Special Reserve Non-Major Total

General for Capital Governmental Governmental

Fund Qutlay Fund Funds Activities
$ 365909 % - $ 64,992 § 430,901
469,530 . . 469,530
282,518 - - 282,518
45,650 - 2 45,650
- 1,812 120 1,932
117,635 . - 117,635
$ 1,281,241 $ 1812 % 65,112 § 1,348,165
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE 4 - INTERFUND TRANSACTIONS

Interfund activity is reported as loans, services provided, reimbursements, or transfers. Loans are
reported as interfund receivables and payables as appropriate and are subject to elimination upon
consolidation. Services provided, deemed to be at market or near market rates, are treated as revenues
and expenditures/expenses. Reimbursements are when one fund incurs a cost, charges the appropriate
benefiting fund, and reduces its related cost as a reimbursement. All other interfund transactions are
treated as transfers. Transfers among governmental or proprietary funds are netted as part of the
reconciliation to the government-wide financial statements.

A .Interfund Transfers

Interfund transfers consist of operating transfers from funds receiving resources to funds through
which the resources are to be expended.

Interfund transfers for the 2007-08 fiscal year are as follows:

Transfers To Other Funds

Special Reserve for Other
General Capital Outlay Governmental
Fund Fund Funds Total

General Fund $ - $ 73,936 $ - $ 73,936
Special Reserve for Capital
Outlay Fund 24,657 - 41,751 66,408
Other Governmental Funds 73,936 - - 73,936

$ 98,593 $ 73,936 $ 41,751 § 214,280
Transfer from the Ceneral Fund to the Deferred Maintenance Fund for the state match ~ § 73,936

Transfer from the General Fund to the Special Reserve for Capital Outlay Outlay

Projects Fund for a FEMA reimbursement of expenditures related to the flood of

January 2006 24,657
Transfer from the County School Facilities Fund to the Special Reserve for Capital

Outlay Projects Fund for overaccrued expenditures funded by a prior year interfund

transfer 41,751

Transfer from the Special Reserve for Capital Qutlay Fund to the
General Fund for redevelopment agency fees to fund the deferred

maintenance match 73,936

Total $ 214,280
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements
June 30, 2008

NOTE5 - FUND BALANCES

The following amounts were designated by the Board of Education for the purposes below:

General Fund

Revolving Cash $ 4,000
Restricted Programs 1,610,783
Total Reserved 1,614,783

Unreserved:

Designated:
Economic Uncertainties 490,710
Lottery - Resource 1100 35,434
Site Grants & Donations 536,463
Total Designated 1,062,608
Undesignated 2,039,021
Total 5 4,716,411
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JOHN SWETT UNIFIED SCHOOL DISTRICT

Notes to Financial Statements
June 30, 2008

NOTE 6 — CAPITAL ASSETS AND DEPRECIATION

Capital asset activity for the year ended June 30, 2008 is shown below:

Land

Site improvements

Buildings and improvements
Furniture and equipment

Work in progress

Total at historical cost

Less accumulated depreciation:
Site improvemerits
Buildings
Furniture and equipment

Total accumulated depreciation

Governmental activities capital assets, net

Beginning Ending
Balance Balance
July 1, 2007 Additions Deletions June 30, 2008
$ 1,619,089 % g 5 ® $ 1,619,089

3,730,657 15,850 - 3,746,507
27,358,025 - 32,707 27,325,318
344,101 90,856 434,957
137,691 123,566 - 261,257

$ 33,189,563 5 230272 % 32,707  § 33,387,128
2,375,547 197,482 - 2,573,029
9,020,464 641,787 - 9,662,251
234,870 44,062 - 278,932
11,630,881 883,331 - 12,514,212

$ 21,558,682 5 (653,059) & 32,707  § 20,872,916

Depreciation Expense was charged to governmental activities as follows:

Governmental Activities:

Instruction

Instructional Services and Administration
School Site Administration

Food Services

Community Services

All Other General Administration

Plant Services

Total Depreciation Expense

$ 597,234
19,262
68,785
36,722
51,779

100,628
8,921

$ 883,331



JOHN SWETT UNIFIED SCHOOL DISTRICT
Notes to Financial Statements

June 30, 2008

NOTE 7 - GENERAL LONG-TERM DEBT

A schedule of changes in long-term debt for the year ended June 30, 2008 is shown below:

Balance Balance Due Within
July 1,2007 Additions Deductions June 30,2008 One Year
General obligation bends $ 9,720,000 § $ 135,000  § 9,585,000 $ 160,000
General obligation bond premium 15,160 794 14,366 794
Compensated absences 45,893 1,815 47,708
Capital leases 280,592 35,784 244 808 36,805
Totals ] 10,061,645  § 1815 § 171578 § 9891682 197,599

A. General Oblication Bonds

The District authorized bonds at a regularly scheduled election of the registered voters of the
District held on March 5, 2002, at which more than 55% of the voters authorized the issuance and
sale of $10 million of general obligation bonds to finance the building, equipment, and furnishing of

a new elementary school.

On June 26, 2002, the District issued Series A General Obligation Bonds in the amount of $10,000,000.
The issue consists of a), serial bonds in the amount of $7,815,000 with a stated interest rate ranging
from 3% to 5% and fully maturing on August 1, 2023, and b), term bonds in the amount of $2,185,000

with a stated interest rate of 5.5% and fully maturing on August 1, 2026.

The annual requirements to amortize the general obligation bonds payable are as follows:

Fiscal Year Principal Interest Total
2008-2009 $ 160,000 $ 472,868 & 632,868
2009-2010 185,000 466,867 651,867
2010-2011 210,000 459,468 669,468
2011-2012 240,000 451,067 691,067
2012-2013 270,000 441,468 711,468
2013-2018 1,870,000 2,010,115 3,767,258
2018-2023 3,045,000 1,456,625 4,370,375
2023-2026 3,605,000 512,775 5,073,350
Totals $ 9,585,000 $ 6,271,253 % 16,567,721
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Notes to Financial Statements
June 30, 2008

NOTE 7 - GENERAL LONG-TERM DEBT (continued)

B. Capital Leases

The District leases equipment under agreements that provide for title to pass upon expiration of the
lease period. Future minimum lease payments are as follows:

Fiscal Year Payment
2008-09 $ 49,056
2009-10 48,556
2010-11 48,056
2011-12 47,556
2012-13 47,112
2013-14 46,612

Total 286,948

Less Amount Representing
Interest (42,140)

Present Value of Minimum
Lease Payments $ 244,808

The District will receive no sublease rental revenues nor pay any contingent rentals for the

equipment.
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NOTE 8 - JOINT VENTURES

The John Swett Unified School District participates in three joint powers agreement (JPA) entities, the
East Bay Schools Insurance Group (EBSIG) for property and liability insurance, the Contra Costa County
Schools Insurance Group (CCCSIG) for workers’ compensation insurance, and the Schools’ Self Insurance
of Contra Costa County (SSICCC) for dental and vision insurance.

Each JPA is governed by a board consisting of a representative from each member district. Each
governing board controls the operations of its JPA independent of any influence by the John Swett
Unified School District beyond the District’s representation on the governing boards.

Each JPA is independently accountable for its fiscal matters. Budgets are not subject to any approval
other than that of the respective governing boards. Member districts share surpluses and deficits
proportionately to their participation in the JPA.

The relationship between the John Swett Unified School District and the JPAs are such that none of the
three JPAs is a component unit of the District for financial reporting purposes. Current financial
information for EBSIG and SSICCC can be obtained by contacting each JPA’s management. Condensed
current financial information of the CCCSIG JPA is shown below:

CCCSIG
Audited
June 30, 2007

Assets $ 86,224,874
Liabilities 83,775,445
Net Assets $ 2,449,429
Revenues $ 31,158,254
Expenses 33,198,974
Operating Income (2,040,720)
Non-Operating Income 3,608,363
Change in Net Assets $ 1,567,643
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NOTE 9 - COMMITMENTS AND CONTINGENCIES

A. State and Federal Allowances, Awards, and Grants
The District has received state and federal funds for specific purposes that are subject to review and
audit by the grantor agencies. Although such audits could generate expenditure disallowances under
terms of the grants, it is believed that any required reimbursement will not be material.

B. Litigation
The District is subject to various legal proceedings and claims. In the opinion of management, the
ultimate liability with respect to these actions will not materially affect the financial position or
results of operations of the District.

NOTE 10 — RISK MANAGEMENT

The District is exposed to various risks of loss related to the theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. During the fiscal year 2007-08, the

District participated in three joint powers authorities (JPA’s) for purposes of pooling for risk. There have
been no significant decreases in coverage during the year. See Note 8 for more information on the JPA’s.

NOTE 11 - EMPLOYEE RETIREMENT PLANS

Qualified employees are covered under multiple-employer defined benefit pension plans maintained by
agencies of the State of California. Certificated employees are members of the State Teachers’ Retirement
System (STRS), and classified employees are members of the Public Employees’ Retirement System
(PERS).

Plan Description and Provisions

Public Employees’ Retirement System (PERS)

Plan Description

The District contributes to the School Employer Pool under the California Public Employees’ Retirement
System (CalPERS), a cost-sharing multiple-employer public employee retirement system defined benefit
pension plan administered by CalPERS. The plan provides retirement and disability benefits, annual
cost-of-living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are
established by state statutes, as legislatively amended within the Public Employees’ Retirement Law.
CalPERS issues a separate comprehensive annual financial report that includes financial statements and
required supplementary information. Copies of the CalPERS annual financial report may be obtained
from the CalPERS Executive Office, 400 P Street, Sacramento, California 95814,
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NOTE 11 - EMPLOYEE RETIREMENT PLANS (continued)

Public Employees’ Retirement System (PERS) (continued)

Funding Policy

Active plan members are required to contribute 7.0% of their salary and the District is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for determining
the rate are those adopted by the CalPERS Board of Administration. The required employer contribution
for fiscal year 2007-08 was 9.306%. The contribution requirements of the plan members are established by
State statute. The District’s contributions to CalPERS for the fiscal years ending June 30, 2008, 2007, and
2006 were $164,834, $184,177, and $135,966, respectively, which represents 100% of the required
contributions for each fiscal year.

State Teachers’ Retirement System (STRS)

Plan Description

The District contributes to the State Teachers’ Retirement System (STRS), a cost-sharing multiple-
employer public employee retirement system defined benefit pension plan administered by STRS. The
plan provides retirement, disability and survivor benefits to beneficiaries. Benefit provisions are
established by state statutes, as legislatively amended, within the State Teachers’ Retirement Law. STRS
issues a separate comprehensive annual financial report that includes financial statements and required
supplementary information. Copies of the STRS annual financial report may be obtained from STRS,
7667 Folsom Boulevard, Sacramento, California 95826.

Funding Policy

Active plan members are required to contribute 8.0% of their salary. The required employer contribution
rate for fiscal year 2007-08 was 8.25% of annual payroll. The contribution requirements of the plan
members are established by State statute. The District’s contributions to STRS for the fiscal years ending

June 30, 2008, 2007, and 2006 were $557,050, $515,583, and $455,592, respectively, and equal 100% of the
required contributions for each year.

On-Behalf Payments
The District was the recipient of on-behalf payments made by the State of California to STRS for K-12

education. These payments consist of state general fund contributions of approximately $428,654 to STRS
(4.517% of salaries subject to STRS in 2007-08 and 2.237% of salaries subject to STRS in 2003-04).
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NOTE 12 - POST EMPLOYMENT HEALTH CARE BENEFITS

In addition to the benefits described in Note 11, the District provides post employment health care
benefits to all eligible retirees. The District pays the insurance premiums to maintain the level of
coverage enjoyed by the employee immediately preceding retirement, until the age of 65. Currently, 23
retirees meet these eligibility requirements. During the fiscal year, the District incurred expenditures of
$389,741 for post employment health care benefits. The district also contributes a minimum amount as
required by CalPERS for retirees over the age of 65.

NOTE 13 -GASB STATEMENT NO. 45

In June 2004, the Governmental Accounting Standards Board (GASB) issued Statement No. 45, Accounting
and Financial Reporting by Employers for Postemployment Benefits Other Than Pensions. The pronouncement
will require employers providing postemployment benefits, commonly referred to as other
postemployment benefits, or OPEB, to recognize and account for the costs of providing these benefits on
an accrual basis and provide footnote disclosure on the progress toward funding the benefits. The
implementation date for this pronouncement will be phased in over three years based upon the entity’s
revenues. GASB Statement No. 45 will be effective for the John Swett Unified School District beginning
in the 2008-09 fiscal year. The District is in the processing of conducting an actuarial valuation to
determine the effect of this pronouncement on the financial condition of the District.

NOTE 14- EXPENDITURES IN EXCESS OF APPROPRIATIONS

Expenditures in excess of appropriations in the governmental funds for the fiscal year 2007-08 were as

follows:
General Fund Amount
Certificated Salaries $ 13,338
Direct Support/Indirect Costs 19,869
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JOHN SWETT UNIFIED SCHOOL DISTRICT
Budgetary Comparison Schedule — General Fund
For the Year Ended June 30, 2008

Variance with

Budgeted Amounts Actual Final Budget -
Original Final (Budgetary Basis) Pos (Neg)
Revenues
Revenue Limit Sources $ 14,109,516 $ 15,468,781 9,943,288 % (5,525,493)
Federal 806,449 926,816 824,225 (102,591)
Other State 1,333,802 1,665,004 2,186,297 521,293
Other Local 1,278,771<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>